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FLEET CALL PROVIDES SMR SERVICE

TO 150,000 IN SIX MAJOR MARKETS

Fleet Call Inc., Bloomfield, N.J., is the second largest owner

and operator of Specialized Mobile Radio (SMR) systems in the

United States.

Fleet Call currently provides dispatch, mobile phone and cther

two-way radio services to customers who regquire private
radiog-hased communications berween fixed sitas and mobile units,

tetween mobile units themselves, and between moblle units ané the

public telephone network. It serves approximately 150,000 units
in. six major metropgolitan marzkets: Lcs Angeles, San Francisco,

New York, Chicago, Dallas and Hcusten. The spectrum in these

markets is among the mest congestad in the country.

Formed in April 1987, the company embarked on a strategy cf

acquiring SMR systems that were at or near capacity and cembining

them to achieve management imprcovements and to create incrsased

capacity through the use ¢f techrnclegy.

Co-more-—




Company~-owned and operated SMR systems consist of approximately
1700 channels at 800 MEz and 400 channels at 900 MHz, the two

frequency bands the fFederal Communications Commission authorizes

for SHMR use.

In addition to providing radio dispatch and mobile telephcne
services through its SMR systems, Fleet Call also provides
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conventional two-way radio service and paging services; it a
sells and maintains radio equipment and rents space on its radlo

towers to other mobile ccmmunications operators.

SMR and ESMR

In 1990, Fleet Call embarked on an ambitious program to relieve
spectrum congestion ;nd bring.the benefits of an advanced
cemmunications technolecgy to its SMR business. Fleet Call calls
its proposal Enhanced Specialized Mobile Radio (ESMR). ESMR
represents the next generation of SMR technology, combining
advanced digital transmissica techniques, sophisticated
high-speed frequency-swirtching, and frequency re-~use through
multiple low-power base statisns. The result: improved spectrunm
efficiency, greater systam capacity, higher quality transmission
and an increased variety of sesrvice choices., ESMR provides a
dramatic 15-fold -- or more -- capacity increase, without

requiring additional frequency allocaction.

-More-
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Fleet Call has invested more than $200 million in acquiring its
SMR operations, almost half of which Qas financed through equity
funds. Fleet Call’s current annual revenues are approximately
365 millien, half of which come from SMR service revenues and the
balance from sales and maintenance of subscriber equipment.

Fleet Call expects to commit more than $500 millien to install

ZSMR in its six target markets.

Management Teanm

Fleet Call chairman Mo:gaﬁ O'Brien has been involved in the SMR
industry since its inception. He has held several influential
positicns in communications law, including a partnership with the
international law firm of Jones, Day, Reavis & Pogue and a
variety of management and legal posts within the Federal

Communications Commission. '

Brian McAuley, president and chief executive officer, has
.extensive experience in the mchile communications industry,
including c¢ellular and paging. Before Fleet Call, he was senior
vice president, chief financial cfficer and director at Millicem
Incorporated, a company wiﬁh significant mobile communicaticns
heoldings., "Prior to that, he was corporate controller of Nortcn,

Simen Inc., a $3 billion multinational consumer products and

services company.
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The PCS Proceeding, General Docket Number 90-314

APPENDIX A-3

NARUC'S MAY 29, 1991 ERRATA TO REPLY APPENDIX B

May 29, 1991

Secretary

Federal Communications Commission
1919 M Street, N.W.]

Washington, D.C. 20054

RE: In the Matter of Fleet Call, Inc. Application
for Waiver and Other Relief to Permit Creation

of Enhanced Specialized Mobile Radio Systems
In Six Markets, FCC File No. LMK-90036.

ERRATA NOTICE
Dear Madam:

Attached please find materials which should have been included
as part of Appendix B of NARUC's May 10, 1991 Reply to Oppositions
in the above-captioned proceeding.

Copies have been served upon all parties on the attached

service list.

Respectfully Submitted,

James Bradford Ramsay
Deputy Assistant General Counsel

Enclosures
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POP Out:

The Changing Dynamics of the Cellular Telephone Industry

Cellular Penetration
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Competition should begin in next 3-4
years, putting pressure on cellular
companies’ pricing, market share, and
cash flow.

Penetration of U.S. population should
exceed 12% by 2000 - but average
usage should be much lower than today.

Overvalued pure-play stocks

include Cellular Communications,
Contel, LIN Broadcasting, US Cellular,
and Vanguard.

Fairly valued pure-play stocks are -
McCaw Cellular and Metro Mobile.

This Memorandum is based upon information available to the public. No representation is made that it is accurate or complete. This memorandum is not an offer
to buy or seil or a solicitation of an offer to buy or sell the securities mentioned herein. Morgan Stanley & Co. Inc. and others associated with it may have positions
in, and may effect ransactions in, securities of companies mentioned herein and may also perform or seek to perform investment banking services for those

companies.
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The wide disparity in per-pop values reflects the very
different cash-flow generating capabilities of the various
companies’ markets, as well as the diverse private/public
market weightings. A detailed company-by-company
market analysis with supporting statistical data is provided

Competition Is Coming

in the accompanying report, The Cellular Pure Plays:
Company Profiles, which should be read in conjunction
with this industry-overview.

The following gives the reasoning behind each of the
premises used in our forecasts.

&)

We believe the combination of spectrum availability and
political and economic factors will attract one or more
addidonal providers of advanced mobile services to most
metropolitan markets by the mid- to late 1990s. While the
added carriers will stimulate the overall demand for cellular
services, they will also put pressure on pricing and, of
course, on the market share of the existing duopolists.
Because of the present carriers’ broader coverage, market
presence, and established systems, we expect them to
capture a significant share of the growing market — just not
all of it. The new entrants’' primary selling point is likely to
be price, given their lower initial service quality and
recognition. We expect the price discount to be large
enough to force the established providers to make at least a
partal pricing response to maintain growth.

Spectrum Availability

A critical question regarding the potential for competition in
cellular-type services is the amount of remaining space in
the finite electromagnetic spectrum. This involves several
issues. First, is it possible to open virgin spectrum for
advanced mobile-type uses? Second, is it possible to share
existing blocks of spectrum by overlaying mobile use on
other existing applications? Third, is it possible to move
existing users off one block of spectrum to make way for
new users?

As for opening up new frequencies, the spectrum is fairly
well allocated up through the 300 GHz range. Industry
experts suggest that cellular applications would not work
very well beyond 2 10 3 GHz. Because of their propagation
characteristics, the higher bandwidth signals travel
relatively short distances at any given power level, making
the cost of the many cell sites necessary to cover an area
prohibitive. Thus, the likelihood of opening unallocated
spectrum for cellular applications is minimal.

The sharing of spectrum is more controversial, with
significant implications for the degree of competition.
Millicom (86) is experimenting in Houston and Orlando
with code division multiple access (CDMA) as an overlay
technology in the 1850-1990 MHz band, now used for fixed
microwave services largely by electric utilities and oil
pipelines. Millicom hopes to use CDMA/spread spectrum
technologies to transmit the voice signal at very low power
levels over a wide spectrum. The emitted power is
supposed to be low enough not to interfere with other
signals in the band. Also, PCN users generally would
operate at street level, away from the much higher path of
most fixed microwave antennas.

The experiments only recenty began, and the question of
whether CDMA can actually work with a large number of
users won't be settled for some time. Some industry experts
argue that CDMA /spread spectrum is a proven technology
that has been used for years in military applications. Gther
experts say the question is not whether CDMA works as an
overlay technojogy but rather what capacity it can handle
before significant interference develops.

CDMA's proponents ciaim that ulimately the system's
capacity is 20 times that of current analog technology. To
put this in context, according to Pacific Telesis', the two
analog systems for Los Angeles can provide service to
600,000-900,000 customers (out of a population of 13.3
million), assuming 200 minutes of use per subscriber per
month. This is equal to total poterntial market penetration of
at least 4.5-6.8%. If CDMA werc to simply doublc analog
capacity (using only 50 Mhz; 150 Mhz is proposed), the
potential penetration would be at least 9-14%. Thus, in Los
Angeles, the second-largest market in the country, a
doubling of capacity wouid be more than enough to satisfy
likely penetration for 10 years or more, recognizing that at
penetration rates this high, usage is likely to average much
less than 200 minutes per month. (The cellular industry as a
whole is currently gaining penetration at less than 1%

This Memorandum is based upon information available to the public. No representation is made that it is accurate or complete. This memorandum is not an offer
to buy or seil or a solicitation of an offer to buy or seil the securities mentioned herein. Morgan Stanley & Co. Inc. and others associated with it may have positions
in, and may effect transactions in, securities of companies mentioned herein and may also perform or seek to perform investment banking services for those

companies.




annually.) In smaller cities, where usage per customer is
typically lower, capacity would not seem to be much of an
issue.

all has proposed a different form of frequency reuse.
[t is materially different from Millicom's system in several
ways, the most important of which is that Fleet Call would
reuse bandwidth it already controls. The company is ggw a
specialized mobile radio (SMR) carrierygoyiding.,

i ing icesig New York, Los Angeles, Chicago,
San Francisco, Dallas, and Houston. In April 1990, it -
applied to the FCC for waivers that would allow it to
provide cellular-like services over its bandwidth in the 800
Mhz region (it bas 5-8 Mhz in these markets). The Fleet
Call system would use enhanced specialized mobile radio
technology (ESMR) and a form of time division multiple
access (TDMA) technology. Fleet Call claims it co

~ainainits dispatch.service to existing customen@

bandwidth.
Pree=m -+ S

e FCC essentially approved Fleet Call's petition in
February, despite a massive lobbying effort against it
mouanted by the cellular industry. The Commission's
decision was important for two reasons. First, it
demonstrates the extremely pro-competition stance of the
FCC. The agency had to run through a nightmare of
administrative procedures to authorize Fleet Call's system
(some questions remain as to whether its actions were
legal), while resisting massive politcal pressure. This was
not a no-brainer. Second, the Commission’s decision is
important because glggl Call s likelv to become a

isni titor in markets represeng ver
i r market gives it much

may be available.

The possibility of moving existing users off a block of
spectrum to allow for cellular-type use is potentally the
most explosive politically. There is no technological barrier
to doing this, and the FCC has cleared bandwidth in the past
for other uses, such as fixed microwave, radio location, and
maritime mobile. Certain bandwidths are not fully utilized,
so it is possible for the FCC to move users from one block
of bandwidth to another.

One potential problem is cost. Radios used at one
frequency often don't work at another unless substantially
modified, and sometimes must be replaced altogether, a
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costly and disruptive process. Bandwidth incumbents can
be expected to fight any change tooth and nail.
Nevertheless, the FCC has forced relocations several times
in the past and has recently indicated a willingness to do so
again if necessary. Charman Alfred Sikes has ordered the
FCC staff to study the feasibility of establishing a spectrum
reserve in the frequency range of 1700-2200 Mhz. The idea
is to see if existing users in all or part of that spectrum can
be placed elsewhere to create reserve capacity for new
services and technologies.

The FCC chairman's targeting of 1700-2200 Mhbz has some
significance. This is the bandwidth that Millicom has '
identified as potentially appropriate for PCN-type services.
There is not that much going on in large segments of this
band, and the cost of moving the fixed microwave
occupants would be relatively small. The primary
occupants of 1850-1990 and 2110-2220 Mhz are the utilities
and petroleum companies. These users have suggested that
the cost of replacenient equipment necessary to move them
from these two bandwidths would be "at least” $615 million
and $438 million, respectively. These figures may very
well be exaggerated and, in any case, are not all that high.
In cellular lingo, 3615 million is $2.46 per pop (based on
250 million pops), while $438 million is $1.75 per pop.
Many mobile operators would happily pay those costs to
have a nationwide cellular franchise, Moreover, at 1850-
1990 Mhz there would be room for at least two operators,
who could split the already modest cost between them.

In conclusion, it appears that parts of the 1700-2300 Mhz
specttum are now inefficienty utilized. Even if

CDMA /spread spectrum does not work well as an overlay
technology, the FCC could very well reallocate frequencics
for PCN-type services.

Politics

The development of U.S. telecommunications policy since
the mid-1960s has been geared toward providing casier
entry to new competitors. This has been primarily at the
behest of the FCC but has been supported by Congress. As
a result, we now have vigorous competition in the long-
distance telephone business, and the FCC is promulgating
rules that would open local exchange networks as well. In
mass media, the agency has clearly signaled its desire for
more competition by suggestng the repeal of rules that
exclude teiephone companies from the cable television
business (although congressional approval would be
needed).

The FCC appears to favor expanded competition in the
mobile business as well, as indicated by Chairman Sikes'

This Memorandum s based upon information available to the public. No representation is made that it is accurate or complete. This memorandum is not an offer
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proposed "spectrum reserve." As Greg Vogt, the chief of
the FCC's Mobile Services Division, said recently in an
article in Cellular Markering magazine:

"] can repeat a statement that the Chairman (Sikes) said
a couple of weeks ago — that the FCC really isn't in the
business of protecting the value of any particular
company's stock, that our goal really is to promote the
availability of a lot of communications services to the
public.”

Private conversations with Commission staff indicate a
similar desire to expand the market.

Of course, the Commission's job is politcally difficuit .
The existing cellular operators would like to put the kibosh
on competition or, at the very least, slow the entry of
competitors. In that the incumbents include most major
telephone companies in the U.S., the FCC has its work cut
out for it. We believe, however, that the strong thrust of the
FCC's policy, combined with a certain ambivalence on the
part of the telephone companies (which want to provide
PCN-type services themselves) will lead to the opening of
the advanced mobile business to more new entrants.

Congress is unlikely to get in the way of the FCC, in our
view. Representative John Dingell, chairman of the House
Commerce Committee, has proposed the Emerging
Telecommunications Act (which the House approved last
session), aimed at finding spectrum now occupied but
underused by the government and reailocating it for
commercial use. While passage by the Senate and approval
by the president is not assured, the proposal demonstrates
the attitude of a significant body of politicians.

The government's road to opening up the cellular market
will be easier and shorter if frequency sharing turns out to
be feasible, but reallocation of bandwidth is certainly a real
alternative. The politics will also be simplified if would-be
carriers can convince the FCC and the Congress that they
would provide the consumer with something new. Kicking
someone off a bandwidth could be more easily justified in
the name of "emerging technologies.” The developruent of
the next-generation cellular technology, i.e., a personal
communications network, with millions of people able to
perform multiple communications functions over small,
inexpensive handsets, should prove very appealing to
polidcians and the Commission.

Economics

Assuming bandwidth is made available, the next queston is
whether companies will take advantage of the opportunity

to be the third or fourth carrier in a given market. There arc
various reasons for players to want to do so. For example,
an existing cellular carrier might want to enter additional
geographical markets to round out coverage and achieve
economies of scale in advertising, maintenance, etc. Or an
existing provider might want to take over additional
bandwidth in order to minimize the opportunities for an
insurgent to disrupt its duopoly. Of the many possible
motvations for new entrants, we will focus on whether
becoming the third or fourth carrier makes business sense in
a given market. -

There are many variables that are critical to the potential
profitability of a new entrant. Among them are the number
of entrants authorized; what part of the spectrum 1is
allocated; whether the bandwidth is auctioned or, as in the
past, awarded in hearings or lotteries; and the specific
market's defimton (city, MSA, region) and characteristics.
Rather than perform endless scenario building to take into
account the many possible permutations, we will look at the
potential financial results for what we believe is a
reasonable overall scenario. Qur assumptions, for a 2
million pop MSA, include the following:

« The FCC authorizes two new entrants per MSA,
operating in the 1850-1990 Mhz bandwidth.

s The technology used is CDMA with microcells.

+  Each new entrant charges 30-40% Jess than the existing
cellular providers.

»  The annual national rate of penetration nises from 0.8%
annually to 1.2-1.4%. (This assumption is derived from
a recent survey of 1,200 households, incjuding 273
cellular users, that we commissioned. Approximately
60% of respondents said they would be more likely to
purchase cellular service if fees were 40% less.)

+  Each new entrant takes half of the new incremental
market growth, plus 10% of the prior (0.8%) annual
penetration growth.

= The existing carriers reduce prices 10% the first year
and 5% annually for the next four years.

«  Cost of construction for the new entrants is $15 per
pop, plus an incremental cost per subscriber similar to
that for the existing carriers. This is a conservative
assumption. The cost of building a traditional cellular
system is estimated at less than $10 per pop. Some
observers believe a mini-cell system would cost about
the same amount, with the large number of cells offset

This Memorandum is based upon information available to the public. No representation is made that it is accurate or complete. This memorandum is not an offer
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by a low cost per cell. We are aware, however, of
developed technology that would bring mini-cell costs
well below this level.

»  Cost of sales per net addition is similar for new entrants
and incumbents.

«  Roaming revenues are zero at first but rise to 10% of
the average bill after 5 years. (After all, roaming isn't
built 1n a day.)

«  Average usage per new customer is initially 125
minutes per month.

Tables A and B in the Appendix provide comparative
income and cash flow statements for a hypothetical new
entrant over a ten-year period. Based on our assumptions,
the company's operating cash flow would become positive
in year four, and it would reach operating profitability by
year six. Operating margins would be 31% by the tenth
year. By year six, free cash flow would be positive, and by
year 10, the free cash flow retum on net plant would exceed
20%. Not unexpectedly, the return on net plant is well
below that of the incumbent cellular franchise, with its
advantages of scale and better pricing. This is almost beside
the point, however. The potential returns are still rich
enough to induce a company to enter the market. The
discounted cash flow analysis (see Appendix C) further
‘demonstrates this. Assuming a $30 million start-up cost
($15 per pop), the free cash flows generated by the business
will provide a retum of 14-15% (after tax). Depending on
the cost of debt, this implies a return on equity of 20-30%,
certainly enough to encourage entry. If start-up
expendirures could be reduced, returns would be even
higher.

As a comparison, we also looked at this issue from the point
of view of a company with the same cost structure as an
existing cellular company (see Appendices D through F) to
see whether it could eamn acceptable returns while initially
charging 30-40% less than in today's markets. We chose
LIN Broadcasting as our guinea pig, since LIN operates in
reasonably attractive markets of the type that might interest
a new entrant. We used our base-case forecast for LIN but
changed two variables, reducing prices 35% and lowering
average minutes of use 20%, the latter because at least
initially the insurgent would attract more low-end users.

The beginning of our forecast period is really the fifth year
of Lin's cellular service; thus penetration in year one is

almost 60 basis points, a good head start that we will adjust
for in the valuation. In this scenario, operating profitability
is reached very quickly (given the head start), as is positive

free cash flow. Similar to the first scenario, operating and
cash flow margins rise to more than 30% by the tenth year,
or not quite to the levels we forecast for existing cellular
camriers. The return on net plant also rises to healthy levels,
if not to those of our cellular forecasts.

According to our valuation analysis (Appendix C), the new
competitor is worth approximately $36-37 per pop,
assuming o required after-tax return of 13-15%. Another
way of saying this is, assuming that an after-tax return of
13-15% is adequate, an investor can invest up to $36-37 per
pop in capital and initial operating losses and sgll realize his
required retumn. Thus, even with a relatively high capital
cost per pop, significant early-year losses can be justified.
LIN itself had positive operating cash flow in its cellular
business within two to three years of start-up; exclusive of
interest and start-up capital cxpenditurcs, losses werc
minuscule. Lower cellular fees would not have changed
matters that much. With approximately 26 millioa pops, the
total loss would have had to be about $550 million alter-tax
(26 million times $21 per pop) to exceed the $36-37 per pop
investment threshold.

While neither of the above analyses is pristine by any
means, we believe they demonstrate that a reasonable,
conservative business plan can support entry into the
advanced mobile market. This conclusion dovetails with
one's intuition: someone should be able to eam a decent
return on an investment of $15-20, or even 335, per pop,
when presumably rational businessmen in past cellular
transactions thought the potential retum merited an
investment twenty times that. The head start and large
coverage area enjoyed by the incumbent carriess is worth a
lot, but not that much.

The Competitive Roil-Out

It is extremely difficuit to forecast precisely how |
competition will evolve in the advanced mobile market.
The following merely describes one set of likely outcomes:

o Heet Call will roll out ESMR servicg in Los Angeles
first 1 d then i onzed cities over

the next twg to four years. Other SMR operators will
try the same gungin different markets and link wit

Fleet Call to provide roaming.

+  Within the next several months, the FCC will issue a
Notice of Proposed Rulemaking regarding the
establishment of PCN-type services in the 1850-1990
Mhz range. Final reguiations will be released in mid-
1993, Authorizations of bandwidth will be made
beginning in late 1993 or 1994, and service will begin
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Brian McAwley of Fleet Call with dispatch radio and portable phone

“If you own 50 miles of beachfront in

Computers/

ommunications

Why is cellular centimillionaire Craig
McCaw trying to stop Fleet Call from up-
grading its two-way radio service? Could

McCaw be worried about competition?

Look out for the
taxi dispatchers

By Gary Slutsker

HESE ARE tough times for inves-
tors in cellular stocks. They
took a hit late last year after
Prime Minister Margaret Thatcher
opened up the British cellular indus-
try to competition from personal
communications networks—it hasn’t
happened here, but it might one day.

86

The highfliers took another hit re-
cently when Motorola announced its
stunning plan to run a worldwide cel-
lular system inthe sky called Iridium.

Now comes another competitive
threat—not from a futuristic technol-

Hawaii, you ought to be dple to put up some nice hotels.”

Steve Winter

iy AETONDN Ees T T TS

pnone eI
eet Call wants permission from
the Federal Communications Com-
mission to upgrade its dispatch busi-

ness. Jf it gers the permission Fleer

<euldosar s dangerous precedenc for

%a%o gperators, including Ee Iites of

0torola and other creative tcechnolo-

Sts, couIH eventuai{v a0 a fot [o}

T T

damage to the comtortable duopoly of
At present only

two companies can operate cellular
phone service in any given area.

No surprise, then, that several large
cellular operators, including Craig
McCaw’s McCaw Cellular Commu-
nications, are quietly lobbying against
Fleet’s petition. The heavyweight
lawvyer fighting Fleet for McCaw is
former rcc chairman and current rcc
powerbroker Richard Wiley. -

The brains behind Fleet are Morgan
OQ’Brien, 45, a former rcc staff lawyer,
and Brian- McAuley, 49, a onetime
eXecutive at Millicom Inc., a cellular
and paging outfit. The two men
formed the company in 1987 and be-

ogy, but from something as unglamor- * gan buying up rcc licenses in the spe-
ous as the taxi dispatch business. A~ cialized mobile radio band. This mo-
clever startup called Fleet CallInc.,in bile band business is worth about
Bloomfield, N.J., i3 ting £0 turp its  $400 million a year in service fees and
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equipment sales. [t prqvides wireless
dispatch service to taxi fleets, plub-
ers and other small businesses. Mo-
bile radio operators may also com-
plete phone calls for their mobile cus-
‘tomers, at an additional cOSt, though

is is now a small part of their busi-
ness. OBrien and McAuley have

“asked the rcc for permission to use

new technology that would dramati-
-cally expand the capacity of channels
they already contra:. .

Fleet Call had 330 million in reve-
nues last year, small potatoes next to,

say, McCaw Comrmunications’ $504

millicn. But it has giant ambitions.
Here’s how Brian McAuley, Fleet’s

president, describes his outfit: “If you -
own 50 miles of beachfront in prime ™

areas of Hawaii and all that’s on there
now are shacks, you certainly ought
to be able to put up some nice hotels.”

Right now, Fleet Call is limited to

beach shacks by its restrictive Fcc

license. The rcc merely lets mobile
band operators blast signals through-
out 2 metropolitan region from sever-
al high-power antennas using exclu-
sive frequencies. In New York, for
example, Fleet Call gathers transmis-
sions from around the metropolitan
area for retransmission, using over 40
antennas and 200 repeaters placed at
several sites, including the Empire
State Building. .

-----

-3

)

“thing " save McAley

. O'Brien and McAuley want t8"ifs

“crease their calling capacity and qual}

ity simply by using some of the same

-« tricks the cellular folks have adopted,

"First, they want to divvy up cities into
-shifting, amoebalike cells that permif,
their precious frequencies to be re-,
used every few.cells, a process the’

transmission equipment

Jg%a;{ §2erators. : -
e FCC grants its wish, Fleet Call
will increase its capacity over fifteen-
fold, enough to keep its existing dis-
patch customers and expand by at-

tracting cellular customers.

Fleet Call has a lot of money riding
on the rcc application. After talking
venture capitalists at First Chicago

Qew dipnt

" and Chase Manhattan banks into pro-

viding $80 million in equity and ac-
cess to debt financing, O’Brien and
McAuley paid about $250 million to
acquire 1,600 or so of these dispatch
channels in New York, Los Angeles,
Chicago, San Francisco, Dallas and
Houston.

In Los Angeles, for example, Fleet
Call controls almost 9 megahertz of
the electromagnetic spectrum, about
14 times the space of a single televi-
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_.cellular industry has used to expand,
.capacity. Next, they want toSgwitch 1oy

sion channel. For that space it paid an
average of $5 million per megahertz.
This is darmed cheap compared to
what cellular systems currently fetch.
McCaw Communications recently
acquired a part interest in a Los Ange-
les cellular system controlling 25
megahertz. McCaw paid the equiva-
lent of $166 million per megahertz.
If the rcc lets Fleet Call upgrade,
the taxi dispatch channels will be-
come vastly more valuable—and
McCaw’s will be somewhat less valu-
able. Ip comnerine with cellulargpers

ations, Fleet will have plenty of pric- -

_1ng tlexibility, thanks to intense com-
_petition in . the fragmented mobile

‘1adio business!“Customers w.

Cfrequency--that ~was - fipetionally’
o, - Whet -

o e b

. There are some hints that the agen-

cy will come down on the side of #star
competition. rcC Chairman Alfred*lic service commission in the country_
. N A= gy s e i
Sikes has campaigned for more effi-

cient use of the radio spectrum. For
example, the cellular industry has
adopted new digital standards with-
out having to get FCC permission.

In some areas, the rcc has dropped
the need to allocate frequencies for
different kinds of services altogether.
For example, holders of satellite tran-
sponder licenses may transmit phone
cails, data and Tv and radio program-
ming—all simultaneously. Yet else-

59

where in the spectrum, services are
strictly segregated. Fleet’s application
shows how technology mocks the
FCC’s rigid, outdated zoning laws. If
the rcc relaxed those laws, the free
market would quickly decide how
best to use the spectrum.

Already the mobile radio band is
starting to bristle with new technol-
ogy. Last year the rcc let New York-
based Ram Mobile Data set up a na-
tionwide digital all-data network us-
ing mobile radio channels. The big

+ fellows are moving in, too. Motorola,
a large holder of mobile radio chan-
nels, recently started selling a data
messaging service over some of its
frequencies to trucking companies.
Moving a lot of dispatch traffic to
more efficient data services would
free up more capacity for phone calls.

; . Willlocal Tegulators object to hav:

ing 3 third player in the cellular busi®
ness?:Not likely, if the newcomers

A Y.

s 'go say,.‘Don’t, lower your
“rates;’i%/says McAuley Lower rates
could be a sericus blow to cellular
operators, many of whom have big
debt burdens assumed in buying their
systems.

News of this and other potential
setbacks have already knocked bil-
lions of dollars off the market value of
cellular stocks and bonds. But have
the price declines fully discounted the
threats? W

L |
Making loans to young high-tech compa-
nies only sounds risky. That’s why Silicon
Valley Bancshares is so profitable.

Electronic
- banking

By Ralph King Jr.

Lexus COMPUTERS, one of

those rockets that Silicon Val-

ley is noted for, streaked upward

and then crashed, filing a bankruptcy
petition in March 1989. Venture capi-
talists and other creditors lost at least
$40 muillion. But Silicon Valley Banc-
shares, Plexus’ primary lender, re-
couped its $344,000 loan by collecting

on the firm’s receivables, which it had
secured.

As its name suggests, Silicon Valley
Bancshares makes a lot of loans to the
high-tech industry on the San Francis-
co peninsula. Customers include mid-
size firms like Chips & Technologies
and SynOptics Communications, and
tiny ones like Trimble Navigation. It
also makes general commercial loans
and construction loans for expensive

87

st’ﬁ}fﬁ*}‘qoq_;pé‘tiﬁg on price./No pub-,
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New Buyers Club May Save
RCCs Thousands

Members of Telocator's execurive
staffacted on an ideathathad been on
the shelf for several years and turned
it into a plan that will help smaller
paging members compete with their
larger RCC counterparts. With the
price of airtime falling faster than the
price of new receivers, Telocaror has
contracted with NEC, Panasonic,
Shinwa, Dial Page (representing
Mortorola) and International Telecom
Systems (representing Hyundai) to
offer pagers to Telocator members at
reduced "buying club" prices.

Accordingto Telocator senior vice

Continued on Page 3

¥ Fidelity Buys Majority Stake in DRN
Once more, Fidelity Capital is putting its money where its mouth is by purchasing more chan
50 percent of this Virginia POS RF service provider. The company will take on new projects
under a former CompuServe executive.

¥ George Hertz On SMRs, The Economy, Survival and The Future.......cceceeneeee eeeeeenenes 4
To make it in today's environment, this SMR expert cautions operators to be independent,
nerwork themselves, affiliate with other carriers and find ways to provide new products for

ge st

their customers.

¥ Fleet Call Gets the "Full Green Light" to Proceed with ESMR c.eeomiiiiiiniciiiiineneens 6
Last week, the FCC approved, with some modifications, Fleet Call's proposal for an
enhanced SMR system. What the commuission needs to do now is rethink the rules in 1990

. . .o
terms to avoid another "tortured course” waiver request.

V Mobile Insider Trading: Cellular Fund Looks to Build,
Sell Midwestern RSA Properties........oeoueeeeen. e . .- .
JMB Realry, CyberTel Cellular and IDS Financial Services want to sell 100-plus shares in
their new cellular fund, but may kill the deal if less than $35 million is raised by June. Also,
stock picks on the rebound!

CELLULAR

Counterfeir Cellular Chips Make
It To Nation's Capital

Agrand jury decision was expected
last week in Case No. 91-0070M in
the Unired States District Court of
Eastern Virginia against three men—
one a Washington, D.C. police offi-
cer—harged with cellular fraud.

Cellular One, which competes
with Bell Adantic Mobile Systems in
the area, found that more than
$50,000 in free calls had been made
on its system between July 20 and
October 10 of last year, and enlisted
the help of the Secret Service's Fraud
Squad to catch the users. Many of the
calls had been traced to the Northern

Continued on Page 8
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AMS, Jobnson Communicarions
Forge Deals on Florida,
Georgia Properties

American Mobile Services and
Johnson Communications are in the
last stages of working out a four-
property deal in Adanta, Tampa,
Orlando and Miami so thart each can
compete "withoutr getting in each
other'’s way."

While it seems that many top SMR
operators and all of the manufacrur-
ers around the country have been
aware of this deal for abour a year, all
the derails have yer to come 1o light.
AMS, being a public company, has
filed papers with the Securities &

Continued on Page 5
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Fleet Call Gets The "Full Green Light"
Proceed With ESMR

To I

At presstime, the FCC finally re-
leased its decision on the Fleet Call
waiver (Mobile Insider, January, p. 1). As
a result, the SMR probably will begin
filing its base station applications in the
near future to begin thelong transitoning
process from analog to digital, starting
with its California markerts.

"I'm very excited,” said Fleert Call
chairman Morgan O'Brien immediately
following the February 13 open meeting.
"\We have been given the complete green
light. We got more affirmation (for the
concept) than we thought we would.”
O'Brien will be selecting an equipment
vendor soon, with a prototype digital
SMR unitavailable for testing within two
years.

The industry sees thisasa victory over
the pressures put on the FCC and Con-
gress by the cellular industry, which was
trying to_block the waiver request.he.,
erceived comperit -

use O
seohers, There also was some question
that Fleet Call, with its proposed 15-fold
increase in channel capacity, would be
oclined 1o resell interconnection capac-

wofaraprofiv rhus making itacommon,

andnoraprivate, carer, Reselling excess
capacity on SMR channels for profit is
prohibired by the commission.

Waiver Changes

While the commission did not grant
all of Fleet's requests, itdid emphasize thar
most of the things the SMR had asked for
in its filing last April already were per-
mitted under commission strictures. Fleet
had requested a 35-mile buffer zone
around the service areas of its existing
basestarionsthat would define its areas of
operation, but the FCC rejected this
request, preferring to wairt for the out-
come of recently proposed rule changes

that would permit separations of less
than 70 miles if no interference is dem-
onstrated.

What the commission did agree with
is an extension of normal SMR buildout
time, giving Fleet Call five years to build
its digital system in any newly licensed
stations. Fleet Call has spentabout $§750
million on itssystem so far, and owns 1 50
channels in six markets, serving 150,000
customers. The FCC also declined to
grant Fleet's request for blanker wide

area operating authoriry. Instead, each of
Fleet's base stations will have to be li-
censed individually. The Private Radio
Bureau estimates thar licensing a Fleet
Call base station may take 90 days be-
cause of the waiver situation, adding
about 30 days to normal base-station li-
censing.

Commissioners Nod
There were few reservations voiced
by the commissioners before they voted

on the waiver request. (Qmmissioner,
Andrew Barrer wants to_monitor Fleet
&all o make sure it does not resell in-
R "

sarconnection services. Healso wouldn't
mind requiring Fleet Call to save billing
records to make sure any cost savings are
passed on to its subscribers.

Elderstatesman James Guello (whose
staffers have been heavily lobbying the
powers that be to0 ensure him another
term) said that approval of this waiver
would increase private land mobile spec-
trum efficiency. He also was concerned
about puming any additional safeguards
(read roadblocks) on Fleet Call lest the
advent of digital SMR services be set
back.

e 1] czlled
the ten months leading up to this deci-
sion "atortured course,” and wondered if

the FCC should have instigated a
mulemakine i the marrer 1nstead of 2p-

proving waivers. "The FCC rules mav

#
&sediopassarealicy oeck concerning the

inos are today,” she said. Marshall

&so speculates thar Fleer Call competi-

now ask for the same waivers.
(Mobile [nsider asked SMR insiders at-
tending the meeting and PRB chief Ralph
Haller who would have pockets deep
enough to attempt building an enhanced
SMR system like Fleer Call's. All an-
swered, "Mortorola.")

Freshman Commissioner Duggan
pointed ourt that if the commission is
sworn todoanything it could to promore
new services, berter technology, compe-
tition, etc., then it should approve the
Fleet Call waiver request. "This item
does all this butitalso created a firestorm
of controversy,” he said. "But we must
support the values that are the bulwark of
the commission." The commissioners
then voted unanimously to award Fleer
Call an amended waiver.

"The FCC showed some backbone,”
commented Russell Fox, president ofthe
American SMR Newwork Association.
"It was good to hear the verbal spanking
the cellular industry took from the
bench.” «
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"Bundling competltlon
Making changes that should ;. - .-
please cellular catriers, the FCC “j
has proposed to permit “bun- .
dling” of cellular equipment and
services and to relax resale o
gwdellnes ..... Ll ;

Lockdown update

Stupka head
of CTiAs - 57
ftechnology

* committee
and president
of SouthWest-r :
‘ern Bell Mo--
bile Systems
isone of pii

'_ followmg the progress in the
- commercial lockdown .
’ procedure R

Increaslng market presence

" Hutchison Telecommunications, ' *
already with several U.K mobile
communications purchases un-- '
der its belt, has announced its =
acquisition of BYPS Commu-
Jhications ................. 22

|| Fleet Call’s ESMR plan
wins necessary approvals

By Margot Moody
WASHINGTON—The Federal Com-
munications Commission has helped
pave the way for the introduction of
digital technology into the private
land mobile communications indus-
try through its conditional approval

|| Bush proposes
‘|l auctions, fees
for FCC income

By Jeffrey Silva

WASHINGTON—Nearly half of the
Federal Communications Commis-
sion’s proposed $133.4 million fund-
ing for fiscal 1992 would come from
$65 million in collected user fees—
an initiative that currently lacks
congressional approval—according
to President Bush’s budget package
presented to Congress earlier this
month.

That measure, together with a re-
worked spectrum auction initiative,
will likely be closely scrutinized
when the FCC goes before House

of Fleet Call Inc’s proposal to build
digital specialized mobile radio sys-
tems in six major U.S, cities.

Fleet Call, the nation’s second larg-
est SMR operator, has proposed to
convert its analog SMR systems in
Chicago, Dallas, Houston, Los An-
geles, New York, and San Francisco
into integrated, digital transmission
systems. The firm submitted its
plans and a request for rule waivers
to the commission on April 5, 1990.

The commission addressed the
matter here at a Feb. 13 open meet-
ing, despite.concernsaised late last,
xearhy House Fnergy and Com-

Turn to. .. Fleet Call, Page 22

Mobile products
finding a home
in office setting

SMR END-USER PROFILE
Other 6%

; Heaith 4%
Real Eslote 5%

Sales 2% -

Trianspotlalion 13%

SE R A L SR S LIRS
Sourct. EMCL nc . boted on ASHAZEMC] SMR Industry Survey, Sept 1990

According to a recent survey conduct-
ed by EMCI, the number of SMR units
should Increase by as much as 20
percent over the next several years
throughout the major end-user
groups. Turn to Page 17 for further
survey results.

Nokia putting up
$66 million cash
for Technophone

By Seth Malgieri
HELSINKI, Finland—Facing what
one analyst termed a “grow-or-die”
situation in the changing world econ-
omy, Finland-based Nokia Corp. an-
nounced it will pay $66 million cash
for cellular telephone manufacturer
Technophone Ltd. of Britain.

The pending acquisition by Nokia

will hoost its. annunal cellnlor tole.
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The waiver proposal had also re-
ceived resistance from the cellular
industry, which voiced regulatory
concerns regarding the similarity of
the proposal’s architecture to that of
cellular systems.

Robert Maher, president of the
Cellular Telecommunications Indus-
try Association, said he was disap-
pointed in the FCC's decision.

Maher noted, however, that CTIA’s

response was not based on fear of
competition.

“We opposed Fleet Call because
we saw it trying to change the very
nature of the private radio service
without benefit of public debate,” he
said. “Fleet Call will provide a link
to the public telephone network
without facing the obligations we
and other common carriers face—
state regulation, excise taxes, re-
sale, ete.”

Although the commission did not
grant Fleet Call the full scope of its

requested relief, officials at the com-

pany were very pleased with the out-
come.

Morgan O’Brien, the company’s
chairman, called the commission’s
ruling “a victory for the SMR indus-
try [which] has cleared the way for
Fleet Call to play an increasingly im-
portant role in perhaps the most dy-
namic sector of the telecommunica-
tions industry.”

Fleet Call said its Enhanced Spe-
cialized Mobile Radio Service “fea-
tures vastly improved quality and ca-

pacity compared to traditional
SMR.” :

The Accellurator

moves your cellular

Now you can have real-time

fast lane.

SCIs Accellurator can also

. operation into the

- access to all your call data. No
more waiting 2-4 days to process the information sent
out on tapes. No more delays. No more lost revenue.
With SCIs Accellurator™ and networked
microcomputer approach, you can have it all — now. A@
The Accellurator includes real-time griaN
gathering of call records and real-time message é
rating of both toll and airtime for immediare

- and metered billing.
The Accellurators metered billing is a
byt thinely eapahilite that lets anyone

provide daily transfer of all call
records and/or roamer calls to a
billing system or clearing house —
without the high cost and delay of I3
tape handling. A traffic analyzer captures and on-
screen reports system usage information real-time
by hour of day, call class, and direction. And
incident problem reporting will notify
appropriate engineering personnel if problems
arise.

Its all in SCIs Accellurator. From the

Through digital transmission and
other technologies, Fleet Call has
said it can provide 15 times more us-
er capacity than existing systems
without using additional spectrum.

Fleet Call also requested a single
license for each of the six markets
authorizing it to construct and oper-
ate multiple, low-power base stations
that would reuse frequencies at any
given site. The commission denied
the request, however, and said that,
based on existing policies, each base
station would need its own license.

Fleet Call also requested protec-
tion from nearby SMR operations
through a 35-mile ‘‘buffer zone”
around the service areas of its base
stations. Other licensees would be al-
lowed to locate outside the buffer
‘zone and serve areas within the zone,
provided their base stations were at
least 70 miles from any of Fleet
Call’s base stations.

Noting a recent proposal for rule
changes that would permit separa-
tion of less than 70 miles if an appli-
cant could demonstrate that no
harmful interference would result,
the agency deferred action on this re-
quest pending the outcome of the
short spacing rulemaking (See story
on Page B).

The commission did, however,
grant the firm’s request for an exten-
sion of its construction period for any
newly licensed stations from the usu-
al one-year period to five years, based
on the “technical difficulty of the
proposed system."”

To date, Fleet Call has invested at
least $500 million in construction of
its market-wide digital system. 0

E.F. Johnson founder
succumbs to cancer

WASECA, Minn.—Electronic com-
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Dear éxecﬁtive: . .
FCC GIVES FLEET CALL'S ESMR SUPPORT WITHOUT WAIVING RULES

The FCGC action on the Fleet Call waiver this week was a good news-bad news
scenario for the second- largest SMR in the nation. The bad news was the FCC
didn't grant the majority of the company's proposed waivers. However, the good
news was that Fleet Call doesun’t need the waivers to set up ilts wide area

~digital Enhanced Specialized Mobile Radio (ESMR), according to FCC officials.

- Declaring that current rules already give Fleet Call the latitude to build
ESMR, the FCC gave the go-ahead for the low-power multi-transmitter digital SHR

" network. "The differences in what Fleet Call zsked to do and what we are

granting 1t are very, very minor,™ said Private Radio Bureau (PRB) Chief Ralph
Hallerx, : B . :

"Our review of the Issues leads us to conclude that many key components of
Fleet Call's proposed design are already permitted under the rules without
waiver,” Hike Lewis, PRB senior engineer, told the FCC open meeting held
Wednesday. "Because we can. rely on the flex‘bilicy inherent in the currsnt SMR
rules, it Is approoriate to dismiss most of the requested relief relating to
administrative manners. . S

- The PRB commended Fleet Call for asking for increased spectral efficiency
instead of asking for more spectrum. . But, Lewis said, "We must ensure that the
rights of all are protected before allowing Fleet Call to proceed."”

FIeef Call Will Bave 5 Years to Construct

Fleet Call did receive a waiver to construct 1ts system over a 5-year
period. Construction periods are usually one year. The SMR plans to bulld ESMR
in 6 of the largest U.S. markets--Los Angeéles, San Francisco, New York, Chicago,
Dallas and Houston. . Currently, in the 8300 MHz band, Fleet Call serves 120,000

_users on 1,700 channels. The proposed network adapts frequency reuse and

digital technology to increase capacity from 15 to 30 times analog.

In rejecting Fleet Call's request for blanket wide area authority, the FCC
affirmed that wide area service could be offered, but each base station of the
system would need to have an Individual license. Without the blanket waiver of
the 70-mile rule, which is the required distance between transmitters, Fleet

Wrde s rlarc Tl TA 0 F-ITICY w

[ @ FCC Says Fleet Call Network Would Not be a Common Carrier ....... e e 2
@ Marshall Calls for Update of SMR Rules to Prepare for Digital ..... e 3
O Fleet Call Pleased With FCC Action; CTIA Dismayed .......... .. ... ........ 4 &
@ Alien Ownership Issue Holding Up Multitude of RSA Licenses ..... e 7 E
0 Universal Cellular Shows its Hand in Worldwide Market ......... ceeeeen.... 10 Jg
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Call wi¥l have to fille for a walver with a technical showing and eoncu;rehce in
But even that waiver is on the endangered
1ist. In a recent Further Notlce of Proposed Rule Making, the commission sought
to allow short spacing requests based on technical showings without requiring a

order to short gpace its system.

walver. '

-The issus of allowing digital station identification, the subject of
.another walver request will be dealt with in a separate proceeding

The FCC found there was no need for Fleet Call’'s request for a 35-mile .
buffer zone.in its Enhanced Geographical Area. "The existing rules provide for
70-mile protectLon arpgnd each base station,” Haller sald. .

-

The cellular industry brought up several issues in the comment period. It

questioned whether an ESMR system shouldn't be regulated as a common carrier

? because of its similarities to cellular and its increased interconnection

capabilities. ‘Commenters also wondered what would happen to Fleet Call's anzlog
custamers unon chaneeover to dipital and whather a rulemakins would be more .

aonroapriats. Fleet Call doesp’t hHawve any {pcentive to price {ts product hevond

;h: means of its market Lewis said.

FCC Rules ESMR Not a Common Can'xer

" "Interconnection with’the public telephone network is permitted in the
~private land mobile service,” Lewis said.” "The difference between common
‘carrier and private carrier does not depend. on capacity. Nothing in the records

indicates that Fleet Call would have anything but a private carrier service.'’
Section 332 of the Communications Act prchlbits prlvat= carriers from reselling

'interconnect services at a profit

"Section 332 is not a percentage test of dispatch versus interconnect,’
Haller sald. "It relates to how you provide interconnect services and you can‘t

do-1it for a profit.’

‘x:;,___ Rt o g LI

o -AltHough he pledged his support Andrew Barrett FCC commissioner,«said?
‘that he ‘was still concerned about ‘the "common carrier status and he did not wanf,

‘his vote setting a precedent for“similar‘prdposals 'in the_future. i;M concern
is that Fleet Call's resale of telephone service “receive a "high leveI of +

«‘

scrutlny," Bajrert_said. "We want to make sure that they are passing through

the interconnect costs.? But FCC Commissioner Ervin Duggan blasted the
opposition, most of It Lrom the cellular operators, that rose up against the
Fleet Call waiver request. "If we are sworn to do anything as FCC
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commiésioners, it is to support»tEChnclogical innovation, more'efficient use of

the spectrum, improved service by licensees and heightened competition,” sald

“Duggan. *This item dces all these things and yet it created a firestorm of

opposition. The favorable outccme of the Fleet Call walver is a testament to
the...intestinal fortitude of the chalrman and my colleagues.”

"We opposed Fleet Call véry strongly, because we believe they are taking a
private service and turning into a common carrier service without taking on the
responsibilities and obligations of a common carrier,” said Norman Black, .= |

‘Cellular Telecommunications Industry Asscciation spokesman. - "People, including

Fleet Call, who claim that we were fighting them just because we were afraid of
competitcion are just wrong .

"We are not afraid of competlition,” Black continued. "ESMR wilill never be

able to match the services and capabllities of cellular.”

The commissioners appeared receptive and supportive of the PRB's proposal
at the meeting, unanimously passing it with the usual voice vote. "I support
the item. The Fleet Call proposal has the potential of increasing spectrum
efficiency in land mobile technology for years to come,” sald James Quella, FCC
commissioner. "There is wuch comment on being procedurally correct and I want
to be procedurally correct, but not if it's a delay tactic by some pecple who

don't want the competition

Marshall Calls for a Rules Update

FCC Commissiomner Sharrie Mar§hall supported Fleet Call, but favored z rule-
making procedure. "I would be remiss 1f I didn't express my concern over the
tortured course this proceeding has taken with 1ts waivers, rulemaking threats
and back and forth," said Marshall. "The very fact that Fleet Call felt that it
needed so many waivers of our rules to Create a state-of-the-art SMR

system indicates that our rules need to be reviewed to see if they pass a
reality test of teday." Current loading rules for analog will not be usable
with digital, and requirements for station identification Iin either volce or
Horse Code will also be defunct, she added. :

Haller, at a press briefing, said that a proceeding dealing with station
identification would be initiated :

"For us to have to waive the short-spacing rule at least 40 times over the
last few years suggests that there may be-some problems with the reality of that
rule too," Marshall said. "I _wonld have oreferred a gulemaking to brins QUL .
rules un-to-date.” Puggan said that he looks forward to doing a complete review
of the rules.

"The 70-mlle rule was based on 1,000-watt stations with 1,000-foot
antennas,” Haller said. "As you reduce power or antenna height, that 70 miles
is no longer necessary. We have granted many waivers based on that premise."
The waivers also require an extra fee, he added.

Since systems like Fleet Call's and Ram Mobile Data's require more time to
construct, they should be provided the time without a lengthy waiver process,
Haller said.

PRB to Move Quickly on Fleet Call Network

The commissioners directed the PRB to move quickly in licensing the ESMR
system, and Fleet Call will begin submitting applications immediately.
Individual licensing of base stations will not hamper Fleet Call from a time
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standgo‘nt Hal7er said. "For each Short-spaced base, they'would né%d tec make a
showing but {t could be authorized within 50-70 days 1f it doesn’'t cause
interference to other usars,™ Haller said. "It will call, for additional
paperwork but not significantly more time."” A walver can extend the process to

30 days.’

Flest Call's piesenc syétem meets  the aggregaCe loading rnles, Haller said,
which qualifies it for additional channels and continued exclusive use of its
channels. SMRs are only required to certify loading once.. , .

FIeet Call Pleased Wxth FCC Actzon

Fleet Call officials were all smiles after the FCC acted on thelr walver,
which was. filed in April of 1990. "We are pleased with the FCC decision," said
company chairman Morgan O0'Brien. "It Is an endorsement of a concept that the’
commission created back in the 1970s. We believed what the FCC sald about -
wantling to encourage new technology and we acted on 1t. With this endorsement,
we are goling forward full. speed ahead,” ‘ :

Even though-tbe waivers weres not granted, O'Brfen said that Fleet Cali got
what it wanted. "It iIs our understanding that they gave us the relief we
requested, but not in the form that we asked for it,” he said,

Los Angeles will most likely be the first network up and running, and it
should be in service within 2 years. Fleet Call denied that its service and
equipmenc would be priced out. of reach of its customers.
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0'Brien said that he has already talked on a TDMA mobile prototype.
Commercial mobile units should be out in a 21-month timeframe. Portable
versions should trail by only 3 months. "This is a technology that was farther
along than we thought," he said. :

Fleet Call officials still are not able to divulge whether the technology
they are going to use will be open or proprietary. “There 13 the possibility
that it could be proprietary, but more likely we will want the largest number of
manufacturers making ocur phone, competing with each other which will drive downm
the price.” : :

CTIA Officials Not Pleased With Waiver Grant

On the cther hand, CTIA officials were disappointed with the FCC decision.
"They might not be able to do it qulte as fast, but there is no question that
Fleet Call won," Black said. .

"We took advantage of every opportunity we could under the rules to present
a contrasting viewpoint, instead of having something just get steamrollered
through on the basis of a walver, when we believed that it was something that
should have been handled by rulemaking. Waile we are not worried about Fleet
Call being a competitor, we are worried about the legal precedent that appears
to be set here,” Black continued. "What about in 5 years when another private
carrier wants to provide cellular telephone service?"
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CTtA President Robert Haher added that he has "little dOubt Fleet¥Call's
dispateh cuscomers will be pushed aside in favor of customers who want to make
phone calls, The association does not plan to appeal the dECision to the
courts at this time,. : ]
. . (4

FCC Move Fmds Favor Wlth SMR Industry

' While the cellular industry lobbied .
-both the FCC and Congress heavily against , . .

the Fleet Call walver request, the National Fleet Call, Inc.
' SHA vy. ESMR

Associaticn .of Business and Educational
Radio (NABER) held meetings with Fleet Call
to discuss the new technology. "There are 2
very significant things for the industry:
one .is that it makes possible for the
industry to move forward in digital~
technology," said E.B. "Jay” Kitchen, NABER
president. "With the attacks of the
" cellular industry, it is a clear victory for
the private side. The commission rejectesd
any comments that SMR or ESMR are common
carrier services.. -The private carrier

statug became an important issue.”

Thé American SMR Network Association (ASNA) also worked hard to unify the
SYR industry with Fleet Call on iCS waiver proposal, ASNA President Russell Fox

agreed with Kitchen.

"The FCC made it abundantly clear that what Fleet Call is doing poses no ///

threat to its private carrier status. That {s a verv big victorvy for all SMRs,"

i{ssue, many SMRs would have been in trouble." _ASNA has .z oumber of rural

Fox said. "Had the commission wavered on the common carrier/private carrier //2(\ )

- membezs that offer predomipently interconnected service.

"The FCC has given Fleet Call the clarity it needed," Fox said. "In some
respects, the FCC gave them an even better answer than they wanted. The
_ commission saild, 'You don't even need waiver. You can do it under the current
rules.'’ - '

Fox also highlighted the fact that the FCC judged that Fleet Call will not
need any waivers of the 40-mile ownershlp rule, because of aggregata loading.

"This is the first time that the commission has talked in terms of
aggregate loading for the SMR industry,” Fox said. "I think it makes a lot of
sense to look at aggregate loading when someone is proposing a regionmal system.
This represents significant opportunities for other SMRs. If this is a signal
that you can do regional operations 1f your aggregate 1oading supports it, maybe
more SMRs will be interested.” : :

Fox also belleves the 5-year coustruction ﬁeriod should be of some
importance to the SMR industry. Other SHMRs that want to convert large, regional
systems to digital may be able to use the slow-growth waiver.

Chris Rogers, chairman, Dispatch Communications, was also satisfled. "As
another large SMR we are pleased for the same reason that Fleet Call and the
rest of the SMR industry are," Rogers said. "The FCC saw fit to foster the next
generation of SMR--the move into digital. It was good to hear them disregard
the variety of already-settled regulatory arguments that the opposition threw up
against it.”
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NARUC'S NOVEMBER 8, 1991 OPPOSITION TO TELOCATOR'S PETITION

Pursuant to Sections 1.4 and 1.405 of the Federal
Communications Commission's ("FCC" or "Commission") Rules of
Practice and Procedure, 47 C.F.R. Sections 1.4 and 1.405 (1991),
the National Association of Regulatory Utility Commissioners
("NARUC") respectfully files these comments in opposition to the
September 4, 1991 "PETITION FOR RULEMAKING OF TELOCATOR" filed
in the above-captioned proceeding. [The Petition was publicly
noticed in FCC Report No. 1864 (20136) on October 9, 1991]. 1In
opposition to Telocator's request, NARUC states as follows:

I. NARUC'S INTEREST

NARUC is a quasi-governmental nonprofit organization founded
in 1889. 1Its member's include those governmental bodies of the
fifty States, the District of Columbia, Puerto Rico, and the Virgin
Islands, engaged in the regulation of carriers and utilities.

NARUC's mission is to improve the quality and effectiveness of
public utility regulation in America. Specifically, NARUC is
composed of the State officials charged with the duty of regulating
telecommunications common carriers within their respective borders.
As such, they have the obligation to assure those
telecommunications services and facilities required by the public
convenience and necessity are established, and that service is
furnished at rates that are just and reasonable.

NARUC is concerned that the services proposed by Telocator are
inadequately described, make use of spectrum allocated for common
carriage, inconsistant with the statutory scheme, and, in light of
the FCC's recent misapplication of Section 332 "functional test" in
the Fleet Call order, may involve common carriage and thus be
subject to regulation by the States, e.g., certifications
standards, tariff requirements, non-discriminatory pricing
prohibitions, complaint procedures, etc. See, 47 U.S.C. Sections
331(c)(3) and Section 332 (1990) and "{NARUC's} Petition for
Reconsideration", filed April 15, 1991 in File No. LMK-90036 and
addressing the FCC's Memorandum Opinion and Order ("Fleet Call
Order"), In re Request of Fleet Call, Inc. released March 14, 1991,
6 FCC Rcd 1533(adopted February 13, 1991)(FCC91-56). NARUC
respectfully requests that the FCC incorporate its reconsideration
request and other comments in the Fleet Call proceeding into the
record in this proceeding. If necessary, NARUC will refile
duplicate copies. [The FCC recently denied NARUC's request for
reconsideration on procedural grounds.

To the extent the FCC 1is successful, during the appeals
process, in getting NARUC's challenge to the order dismissed on
procedural grounds, the merits of its current approach to Section
332's functional test can still be raised on appellate review.]
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IT. BACKGROUND

In 1982, Congress enacted Section 332(c)(l) to provide a
"...clear demarcation between private and common carrier land
mobile services." House Conference Report No. 97-765, Joint
Explanatory Statement of the Committee of Conference on P.L. 97-
259, The Communications Amendments Act ("House Report"), 97th
Cong., 2nd Sess. 54, reprinted in, 3 U.S. Code Cong. & Ad.News '82
Bd.Vol., at pages 2237, 2298 (1983).

According to the conference report "...[t]lhe  basic
distinction...is a functional one, 1i.e., whether or not a
particular entity is engaged functionally in the provision of
telephone service or facilities of a common carrier as part of the
entity's service offering. If so, the entity is deemed to be a
common carrier." House Report, at 2237, 2298.

Significantly, in that report, the conferees also note that,
although the FCC maintains its exclusive radio licensing authority,
"..states retain full Jjurisdiction to engage in the economic
regulation of common carrier stations (i.e., regulation of entry,
rates and practices) consistent with Sections 2(b) and 221(b) of
the Communications Act of 1934 (47 U.S.C. 2(b), 221(b) (1976)) to
the extent they deem it necessary in the public interest to do so."
House Report at page 2300. See also, NARUC v. FCC, 880 F.2d4 422,
428 (D.C.Cir. 1989); California v. FCC, 905 F.2d 1217 (9th Cir.
1990). Moreover, the report goes on to note that the FCC "... may
not use its licensing powers to circumvent limitations in its
economic regulatory Jjurisdiction over common carrier station.
{Emphasis Added}" House Report, at page 2300. Compare, NARUC v.
FCC, 533 F.2d 601, 619 (D.C.Cir 1976), where the court found that
"the authority to experiment broadens the [FCC's} freedom to
promulgate innovative and perhaps speculative regulations of
activities over which it otherwise exercises regulatory
jurisdiction. It does not, however, give the FCC power to regulate
activities experimentally, where...{the Commission lacks general
jurisdiction}".

On April 5, 1990, Fleet Call, Inc. filed a proposal to create
"enhanced" specialized mobile radio ("ESMR") systems. On February
13, 1991, the FCC granted authority to deploy this new ESMR Service
in six metropolitan areas.

The order notes that not only will Fleet Call provide, inter
alia, "traditional dispatch service" which is not "functionally
different from any service that it currently provides through its
existing stations," but that "[a]dditionally, Fleet Call will be
able to provide... interconnected telephone-type services." Fleet
Call, mimeo at 5, para. 29. The FCC concluded that these changes
did not affect Fleet Call's status as a "private land mobile
carrier"” under Section 332.
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To the extent Fleet Call actually engages in common carrier
service, this determination effectively preempts state regulation
of ESMR. Fleet Call, mimeo at page 5, para.3l.

On September 4, 1991, Telocator requested a rulemaking
allowing cellular carriers to provide "auxiliary non-common carrier
services" and classifying those services as "private land mobile
services." 1In October, the FCC asked for comments on the proposal.

III. DISCUSSION

A. TELOCATOR'S PROPOSAL DOES NOT PROVIDE ENOUGH DETAIL FOR
COMMISSION ACTION.

Telocator's proposal lacks sufficient detail for the
Commission to take action. Telocator asks the FCC to amend
"Section 22.930 and other relevant rules...to allow cellular
licensees to provide auxiliary non-common carrier services under
the Cellular Service Option." Petition at 2., Later, the petition
notes that "{t]lhe Flexible Cellular Order cited a wide range of
public interest reasons for permitting cellular licensees to pursue
auxiliary service options...in the brief span of time since the
adoption of the Cellular Service Option, the industry has been
aggressively exploring a wide variety of new technologies to
provide telecommunications over cellular spectrum. Ongoing tests
are already examining such prospective services as wireless local
area networks, wireless PBXs, tetherless network access, data
networks, CT-2 services, personal communications networks and a
host of other potential applications.[Footnote omitted] The 1988
rule changes opened the door to expeditious exploration and
deployment of any such services ultimately found to meet a public
demand or need."

However, other than this short listing, the petition does not
present any details about, or even specify, actual services or
technologies to be implemented under the rule. Moreover, other
than some unsupported conclusory statements, the petition does not
provide any rationale or explanation for why these "undefined" new
services cannot be undertaken/provided under current regulations.

Indeed, Telocator's petition suggests that the Flexible
Cellular Order, which specifically acknowledges the statutory
prohibition against the provision of dispatch service by common
carriers [3 FCC Rcd 7042-7043), has already "opened the door to
expeditious..deployment of any such services ultimately found to
meet a public...need..." - albeit on a common carrier basis. 1In
addition, the FCC is already providing avenues that cellular
carriers can utilize to invest in new services like PCN/PCS through
other ongoing (e.g., PCN/PCS Initiative in Docket No. 90-314) and
completed (e.g., FCC's Pioneer Preference Procedure) proceedings.



